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MEMBER BANKS 
SEVENTH FEDERAL RESERVE DISTRICT 


Percentage of Percentage of 
Number of Member Banks to Deposits Held by 
Member Total Number of Member Banks to 
Date Banks Banks Total Bank Deposits 

December 30, 1939........ 804 32.6 82.7 
Number of banks admitted since January 1, 1940.................... 7 
Number of applications for membership pending (March 25).......... 8 


SOME OF THE FREE SERVICES AFFORDED MEMBER BANKS 
$224,663,000 in currency paid to member banks during January and February 1940. 


$219,287,000 in currency received from member banks during January and Febru- 
ary 1940. 


23,842,000 checks, aggregating $4,573,646,000, were handled during January and 
February 1940. 


On March 1, 1940, this bank held in safekeeping for member banks securities total- 
ing $956,724,000. 


THE FEDERAL RESERVE BANK OF CHICAGO IN 
1939 ABSORBED $1,076,000, REPRESENTING 
COST OF ABOVE-MENTIONED FREE SERVICES. 


* * * * * * 


Monthly Review of Business Conditions in the Seventh Federal Reserve District 


ge district industrial activity has shown further 
declines from the high levels reached in the closing 
months of 1939. However, there recently has been consider- 
able evidence of a slackening in the rate of decline; district 
employment in February was down only fractionally from 
January, steel mill operations held steady through most of 
March, and automobile production has continued at a high 
level, though not expanding as much as is seasonally ex- 
pected in March. Reflecting a fairly well maintained level 
of consumer income, distribution of commodities at retail 
has continued in favorable volume. Most farm products 
prices have held firm, but those of hogs and hog products 
have been weak. 


Industry—tThere was a further decline in employment and 
payrolls in February at reporting district industries, but it 
was at a much slower rate than was shown in January, being 
less than one per cent for both number of workers and 
wages paid. 

ollowing an unusually high level of operations over 
most of the winter months, the rate of output at Chicago 
district steel mills had fallen to around 60 per cent by mid- 
February but held at not far from that rate through March. 
Incoming business at steel concerns is reported as slightly 
improved but still at a level considerably below the volume 
of output. There was a general decline in activity at steel 
and malleable castings firms, and new business at malleable 
castings foundries continued below last year. Production 
and shipments of castings remained well above the corres- 
ponding 1939 output. Volumes produced and shipped by 
district stove and furnace manufacturers likewise continued 
considerably better than last year. 

Bolstered by favorable retail sales, output of automobiles 
was unusually large for February. Automobile production 
in March expanded, but not so sharply as is usual because 
of the high level of dealers’ stocks reached by that time. 
Retail sales of automobiles in the Seventh district have 
been in excellent volume. 

There was a marked expansion during February in ship- 
ments from district furniture plants, following the marts 
held in January, and order backlogs were reduced. At paper 
and pulp mills, production declined somewhat. After being 
in unusually heavy volume in January, district coal-mining 
operations slackened and fell below last year’s level. Petro- 
leum refineries in the area expanded their output, chiefly in 
response to increased demand for fuel and heating oil. 

Despite a sharp gain over January of about one third in 
total building contracts awarded in the district, construction 
activity is running considerably lower than last year, chiefly 
on account of a smaller volume of non-residential projects. 


Trade—District department store sales rose 5 per cent on 
a daily average basis during February and maintained a 
volume about 8 per cent better than last year. Reports from 
larger district stores indicate that sales continued well over 
the 1939 level in the first full week of March, but in the 
second week only about equaled it. Department store stocks 
have continued about 4 per cent higher than last year. 
Sales of shoes by district retail firms during February 
were 6 per cent heavier than in the 1939 month, and shoe 
inventories were up considerably. Reflecting the usual sales 
held in the month, retail distribution of furniture expanded 
by 30 per cent over January and was 13 per cent better than 
last year’s business. There was a moderate month-to-month 


decline in the district wholesale trade, but practically all 
lines continued to exceed year-earlier levels by favorable 
margins. 


Agriculture—tTrends in prices of most district farm prod- 
ucts were steady to firm in February, although hog prices 
continued weak, reflecting last year’s large pig crop and 
considerably less favorable feeding ratios. Cattle prices also 
declined in February but recovered somewhat in March. 
Prices for lard were unusually weak, and by March 1 
stocks of this commodity had reached a record high level. 
Marketings of livestock have decreased seasonally but are 
still large for the period, particularly those of hogs. Ton- 
nage sales of packing-house commodities in the United 
States have remained at a high level, being estimated as 17 
per cent greater during February than in the 1939 month, 
but because of substantially lower prices, dollar sales were 
smaller by 2 per cent in the comparison. Production of dairy 
products has continued heavy for the season and consump- 
tion apparently has held up well. 


Finance—In the five: weeks ended March 20, demand de- 
posits adjusted of weekly reporting member banks in the 
Seventh district declined 71 million dollars, reflecting an 
exodus of funds in the last week of the period in prepara- 
tion for the Illinois April 1 tax date. Reserve balances of 
Seventh district banks declined over the period owing 
mainly to an excess of Treasury receipts over disburse- 


ments. High-grade bond prices continued firm through most 
of March. 


SEVENTH DISTRICT BUSINESS ACTIVITY 
FEBRUARY 1940 COMPARED WITH FEBRUARY 1939 


PER CENT 
DECREASE 


PER CENT 
INCREASE 


INDUSTRY 


MFG. 
WG, PAYROLLS. 
BUILDING CONTRACTS._____ 
MALLEABLE CASTING SHIPMENTS. 
STEEL CASTING SHIPMENTS.____. 
FURNITURE SHIPMENTS 
PAPER 
AUTOMOBILE 
BIT. COAL PROD. ILL. ano IND... 


AGRICULTURE 


FARM CASH INCOME.,U.S.*.. 
MEAT-PACKING PROD.,U.S... 
CHEESE PROD.,WIS.___. 
BUTTER PRODUCTION. 
CATTLE RECEIPTS. 
HOG RECEIPTS. 


DEPT. STORE SALES... 
DEPT. STORE STOCKS... 
RET. SHOE SALES 
RET. FURNITURE SALES..____| 
WHOLESALE TRADE... 


FINANCE 


MEMBER BANK RESERVES*__| 
REP. MENB. BK. DEMAND DEPOSITS, ADJ? ___ 
REP. MEMB. BK. 
BANK 


1. Ingot rate, Chicago district, for week ending March 30. 2. January data. 
3. As of March 20. 
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Agriculture 

Grain Marketing—Domestic wheat prices, after declin- 
ing in the latter half of January from the season’s high 
points in December, recovered much of their loss in Feb- 
ruary. The market in February was characterized by a 
change in speculative sentiment, with traders watching de- 
velopments in the European war and unsatisfactory crop 
conditions in Europe due to the unusually severe winter. 
There was some liquidation of loan wheat, and in late 
February these sales, together with reports of more favor- 
able crop conditions in the American Southwest, caused a 
temporary decline in the market. However, increasingly 
essimistic reports came in from the Southwest during 
March and prices rallied. Following cessation of hostilities 
between Russia and Finland, there was another temporary 
decline in prices, but as rumors of peace in Europe sub- 
sided, prices strengthened further. Difficulties of ocean 
transportation have hampered exports of North American 
wheat, but there have been sales of wheat and flour from 
the Pacific Coast under export indemnity and the Soviet 
Union purchased more than a million bushels for export 
without subsidy. 

There was only one private forecast of the United States 
winter wheat crop; this estimate indicated a crop of 434 
million bushels—a substantial decline from last year—but 
the prospective July 1 carryover of all domestic wheat has 
been forecast at around 300 million bushels. The Depart- 
ment of Agriculture’s estimate of acreage in- 
dicates planting of 19,425,000 acres. This prospective in- 
crease of 11 per cent over last year is not unusually heavy 
and is attributed to lowered winter wheat acreage due to 
the fall drought. 

The United States corn acreage is forecast at 87,770,000 
acres, a reduction of 4 per cent from last year and the 
lowest in many years. In the commercial producing States, 


PRICES OF FARM PRODUCTS AT CHICAGO 
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By weeks, 1937 through March 23, 1940. 
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where the A.A.A. allotment is 12 per cent lower, there is 
expected a reduction of 7 per cent. To comply with the 
program, many farmers, particularly in the eastern and 
central corn belt, intend to shift acreage to soy beans, 
hay, and pasture. The indicated oats acreage, though show- 
ing a minor increase over 1939, is, with that exception, 
the smallest in 31 years. 

Corn prices have continued relatively steady, the cash 
property holding not far from 60 cents at Chicago in 
February and March. Although receipts expanded slightly 
in February, farmers evidently have not been disposed to 
alter their holding attitude, and the amount of corn under 
Government seal has increased steadily, amounting on 
March 13 to 238 million bushels. There have been scattered 
export sales of corn, but corn exports, though better than 
last year, have been somewhat restricted by a scarcity of 
ocean shipping room. 

MOVEMENT OF GRAIN AT INTERIOR PRIMARY MARKETS 


THE UNITED STATES 
(In thousands of bushels) 


Feb. 
Feb. Jan. Feb. 1930-1939 
1940 1940 1939 Avg. 
Wheat: 

11,928 9,369 9,373 13,042 
7,630 8,281 5,129 7,632 
4,840 4,381 4,263 4,697 
4,337 5,190 3,838 4,650 


Livestock and Meat Packing—There were close to sea- 
sonal declines during February in marketings and inspected 
slaughter of livestock in the United States. However, re- 
ceipts and slaughter of hogs have continued in unusual 
volume for the season, being the heaviest for February since 
1932. Slaughter supplies of hogs through the coming spring 
and summer are expected to continue substantially larger 
than last year, due in the main to the large 1939 fall pig 
crop. 

The trend of hog prices has been irregularly downward 
since the summer of 1937. Precipitate late 1937 declines 
reflected chiefly decreased demand associated with the sharp 
business recession in 1937-38, but since then larger hog 
production has been the main controlling factor. Trends in 
recent years in the annual pig crops compared with the low 
point in 1935 and the pre-drought years, 1929-33, are in- 
dicated in the accompanying table. It will be noted that 
the greatest increase in hog production as compared with 
the pre-drought average has been in the South, where re- 
yon in cotton acreage have stimulated the cultivation 
of corn. 


PIG CROPS BY REGIONS 
(In thousands) 
1939 
1929-33 Per Cent 
Region Average 1935 1938 Number jof 
vg. 
61,187 38,088 47,972 57,790 94 
Se ae 14,290 13,722 18,651 21,202 148 
North Atlantic..............: 1,378 1,270 1,673 1,822 132 
re 3,177 2,006 2,805 3,488 110 
80,032 55,086 71,101 84,302 105 


Source: United States Department of Agriculture. 1939 figures preliminary. 


Despite the unusually heavy marketings during January 
and February, hog supplies on farms in the United States 
on March 1 are estimated as about 15 per cent greater 
than a year earlier; an 18 per cent increase had been re- 
ported in the year-to-year comparison as of January l. 
The farm supply of beef cattle and calves continues about 
4 per cent larger than last year. Livestock feeding opera- 
tions this season, particularly of hogs, are considerably less 
profitable than in 1939, The steer-corn ratio has declined 


from a year ago, and there has also been a marked nar- 
rowing of the spread between stocker and feeder prices and 
the market price of fat steers. The relationship of corn to 
live hog prices has, in the past few months, been such that 
feeding operations are now on a rather unfavorable basis. 
The decline in the hog-corn ratio to well below the long- 
term average has been brought about by protracted weak- 
ness in hog prices, together with steady to firm prices of 
corn. 


HOG-CORN RATIOS UNITED STATES 


NUMBER OF BUSHELS OF CORN REQUIRED TO BUY 100 POUNDS OF LIVE HOGS 


20 20 
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Number of bushels of corn equal in value to 100 pounds of hog live weight at local 
markets. By months, January 1937 through March 1940; latest month estimated. 
Source: United States Department of Agriculture. 

The production of packing-house commodities at in- 
spected slaughtering establishments in the United States 
continued in exceptionally heavy volume during February, 
having decreased only seasonally from the near-record lev- 
els of January. As a consequence of heavy production and 
restricted foreign demand, storage stocks have increased. 
This has been in the face of a large tonnage sold through 
domestic outlets. Production of lard has been particularly 
heavy, and despite an excellent movement of lard to con- 
sumption, cold-storage stocks of this commodity by March 1 
had risen to the highest level on record. The April 1 figures 
probably will show further increases. As a consequence, 
lard prices have been weak, and in mid-March were the 
lowest in six years, as well as lower than the cost of live 
hogs. There have been sales of lard for use in making soap. 


MEAT PACKING—UNITED STATES 
Per Cent Change in February 1940 from 


‘an. 
Jan. Feb. 1930-1939 
1940 1939 Avg. 
—18.3 +30.6 +22.9 
— 7.8 —21 + 7.7 


Shipments of packing-house commodities for export con- 
tinued fairly heavy during the first week of February but 
declined substantially over the remainder of the month, as 
licensing restrictions in the United Kingdom became opera- 
tive. Thus far no licenses have been granted for imports of 
United States meats and lard into the United Kingdom, and 
movement of these products to that country had come to a 
virtual standstill by the close of February. Trade with Euro- 
pean neutrals remained relatively light owing to strict con- 
trol being exercised by the British Government, while trade 
with Canada was likewise reduced because of emergency 
restrictions which have limited the quota on imports of 
animal products from the United States to 1,600,000 pounds 
per month. Thus far, no so-called large war orders have 
been reported by Chicago packers. Demand from Latin 
American countries is still on a conservative basis, and for 
the same countries has been greatly restricted, owing to 
difficulty in obtaining exchange permits. Prices recently 
realized in foreign markets have been fully up to the Chi- 
cago parity, and imports of packing-house products into the 
United States have declined considerably. 


LIVESTOCK SLAUGHTER 


(In thousands) 
Cattl H 
ttle ogs eep ves 

Yards in Seventh District, 

170 748 233 

162 438 257 70 
Federally Inspected Slaughter, 

United States: 

827 5,356 1,598 416 

AVERAGE PRICES OF LIVESTOCK 
(Per hundred pounds at Chicago) 
Week Ended Months of 
Mar. 23, Feb. Jan. Feb. 
1940 1940 1940 1939 

Native Beef Steers (average)........... $ 9.35 $9.15 $ 9.55 0.30 
Fat Cows and Heifers.................. 7.75 7.55 7.80 8.20 
9.75 10.00 10.75 10.75 
Stocker and Feeder Cattle.............. 8.40 8.45 8.15 8.50 
5.10 5.15 5.35 7.80 


PER CENT PER 8 
LARD COLO -STORAGE HOLDINGS 
UNITEO STATES 
250 250 
1940 
50 f 150 
JAN. FEB. MAR. APA. MAY JUNE JULY ‘AUG. SEPT. ocr. NOV. DEC. 


oor Ree pon ‘ee holdings of lard, January 1, 1938, to March 1, 1940, 

Prices of packing-house commodities in general were 
lower in February and continued easy through the first 
half of March. However, quotations for lambs and mutton 
rose in February, and there was a slight firming in beef 
loins and ribs and in better quality veal. 


Dairy Products—Following a record February increase, 
milk production on March 1 was at close to all-time highs 
for the date, reflecting recovery from the severe weather in 
January, as well as continued heavy feeding of milk cows. 
Seventh district butter production showed Tittle change in 
February from January but was about 9 per cent heavier 
than last year, while estimates of production of American 
cheese in Wisconsin indicate a sharp rise over January and 
a total approximately 22 per cent higher than last year. 
Sales of butter by district firms during February were at 
about the same level as a year ago, but distribution of 
American cheese was estimated at 8 per cent greater than at 
that time. 

Cold-storage stocks of both butter and cheese continued 
on March 1 well under average seasonal levels. In the 
butter markets, prices showed an erratic declining tendency 
during February, and late in that month and in March the 
market was supported by substantial purchases of butter 
by the F.S.C.C. and the D.PM.A. Affected by weakness in 
the butter market, as well as by heavy production, cheese 
prices declined in February and early March, but then 
held steady at about one cent lower than a month earlier. 
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Manufacturing 
Steel and Steel Products—Subsequent to the sharp cur- 


tailment in Chicago district steel mill operations from late 
January to the latter part of February, no great change in 
the level of production has taken place. During March, 
output of steel ingots held fairly steady at not far from 60 
per cent of capacity, which rate (Iron Age) is little higher 
than prevailed at the same time a year ago. A very slight 
improvement in buying has been noted in recent weeks, 
largely due to small purchases by the automobile industry. 
The rate of incoming business, however, continues at only 
about 40 per cent of capacity and no great improvement in 
the immediate future is anticipated by Chicago firms. Fin- 
ished steel prices for the most part remain firm, despite 
some pressure. Second-quarter prices for those products on 
which they have been announced, in general have been re- 
affirmed. There has been little activity to date in the scrap 
iron and steel market. 


= CENT OF CAPACITY 1 


- RATE OF STEEL INGOT PRODUCTION i 


CHICAGO OISTRICT 


|, 


PER CENT OF 


10L, ~J10 
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By weeks. Source: Iron Age. 


Activity at Seventh district casting foundries slowed down 
generally during February, as the volume of incoming 
orders continued to diminish. At steel casting foundries the 
level of new business remained moderately greater and 
that of shipments and production considerably higher than 
a year earlier; but orders booked for malleable castings 
showed a decline in the comparison for the second suc- 
cessive month and margins of increase in output and opera- 
tions were narrowed. Foundries continued in February to 
ship and produce much heavier tonnages than were booked 
during the period, thus rapidly reducing order backlogs. 


STEEL AND MALLEABLE CASTINGS 
SEVENTH DISTRICT 


February 1940 
Per Cent Change 
5 from Feb 
an ‘eb. 
Steel Castings: 1940 1939 
—25.2 + 13.9 
Malleable Castings: 
—10.0 — 5.7 


A moderate rise of 15 per cent took place from January 
to February in shipments of reporting Seventh district 
stove and furnace manufacturers, although the increase was 
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not so large as is usual for the period. Production followed 
the trend of shipments in expanding 19 per cent over the 
January level. The aggregate of new orders booked, on the 
other hand, dropped off rather sharply following a sizable 
gain a month previous. Activity in the industry during 
February this year was considerably greater than in the 
1939 month, with shipments, production, and new business 
heavier by 24, 25, and 39 per cent, respectively. 


Automobiles—Owing to unusually good retail sales in 
February, manufacturers of automobiles continued to main- 
tain production schedules at a high level through the month. 
In consequence total output for the period was only a 
little under the January volume and the heaviest for any 
February subsequent to 1929. Passenger automobiles manu- 
factured in the United States this February numbered 
337,372 and truck assemblies 66,255, which figures repre- 
sent declines of 7 and 414 per cent, respectively, from 
January, and increases of 39 and 10 per cent over a year 
ago. In March it appeared that dealer stocks of new cars 
had attained a relatively high level, so that production for 
the month may not record so sharp an expansion as is usual 
in the period. 

The number of new automobiles sold during February by 
reporting retail dealers in the Seventh district showed a 
nonseasonal gain of close to 10 per cent over the preceding 
month and exceeded the volume sold in the corresponding 
1939 month by better than 60 per cent. Although stocks of 
new cars in dealers’ hands at the end of February were 
sharply higher than a month previous, they continued 
lighter than a year earlier by 10 per cent. Salable used-car 
stocks increased only slightly in the monthly comparison, 
but numbered somewhat larger than at the close of Feb- 
ruary 1939. Used-car sales rose almost 25 per cent in 
February to a level one third higher than a year ago. 


Furniture—As is usual in February, new orders booked 


in the month this year by district furniture manufacturers 
fell off sharply from the seasonally high January volume, 
while factory shipments expanded considerably, the decline 
in the former item amounting to 27 per cent and the in- 
crease in the latter to 21 per cent. Although comparisons 
with a year earlier continued favorable, the margins of 
gain were narrowed due to improving conditions in the 
industry in 1939 at the time. Unfilled orders on hand were 
wien almost 10 per cent between January 31 and the end 
of February, but exceeded those of a year ago by 16 per 
cent. Factory operations were seenell moderately during 
February and averaged 76 per cent of capacity for the 
month. 


Paper and Pulp—there was a rather sharp decline dur- 
ing February in shipments from paper mills of the Seventh 
district. Production of both paper and pulp fell off from 
the preceding month but showed moderate increases over 
February 1939. 


PAPER AND PULP INDUSTRY 
SEVENTH DISTRICT 


February 1940 
Cent Change 
Jan. Feb 
1940 1939 
= + 5.9 
E Stocks at end of month (tons)...................6.0.0.0000008 +10.8 +22.3 
Pulp: 


0! 


Building 

Contracts awarded for construction work in the Seventh 
district showed a considerable expansion in February but 
continued well below comparable 1939 levels. January to 
February gains were especially marked in non-residential 
building where practically all of the increase was in private 
ownership construction. The rise in residential building dur- 
ing the month reflected an increasing demand for one- and 
two-family dwellings, as awards for other types of resi- 
dences declined. The heavy decrease in district construction 
activity for the first two months of 1940 from the same 
1939 period has been due mainly to lower awards this 
year for non-residential building. 


BUILDING CONTRACTS AWARDED 
SEVENTH FEDERAL RESERVE DISTRICT 


Total Residential 
Period Contracts Contracts 
Change from January 1940..................205 32.9% +26.5% 
Change from February 1939..................... —15.0% +10.7% 
First two months of $56,783,000 $20,463,000 
Change from same period in 1939.............. ; —23.5% — 8.3% 


Data furnished by F. W. Dodge Corporation. 


Gains in the distribution of building materials were re- 
ported for February, but most of the increases were in 
sales by manufacturing and wholesale concerns to retail 
dealers. The market for building materials has been gen- 


erally firm. 
Fuel Industries 


Coal Mining—Following a period of unusually heavy 
activity during January, February operations at bituminous 
coal mines in Illinois and Indiana slackened to an extent 
greater than normally witnessed between these two months. 
Output likewise failed to equal the corresponding 1939 
level, despite the fact that February of the current year 
included one more working day. 


Petroleum Refining—Crude petroleum runs to refinery 
stills in the Indiana, Illinois, and Kentucky area increased 
steadily from late January through early March, although 
the daily average rate subsequently slackened somewhat. 
This augmented refinery activity through February was ap- 
parently in response to demand for fuel and heating oils, 
as inventories of such products showed little change over 
the period in question, while stocks of their joint product, 
gasoline, rose sharply in connection with the higher rate of 
refinery operations. Gasoline inventories in the Midwestern 
area on March 9 were 15 per cent higher than a year 
previous; the spread was only 6 per cent at the beginning 
of the year. 


Industrial Employment 


The downward trend shown during January in employ- 
ment and payrolls of Seventh district industries continued 
in February, but at a considerably slower rate. In contrast 
to the general January decline which affected practically 
all major industrial groups, about half of the reporting in- 
dustries had increases in February. Gains during the cur- 
rent month in the textile and public utility classifications 
exceeded the losses of January, while in the construction 
industries and in several manufacturing groups, such as 
the stone-clay-and-glass, wood products, and food industries, 
February increases only partially offset the earlier de- 
creases. The additional declines experienced during Feb- 
ruary in such groups as metals, vehicles, and merchandising 


were small in comparison with those in January. The net 
loss for all reporting industries, though of minor propor- 
tion, was contrary to the usual January-to-February trend. 
Generally there is a small increase for the period, mainly 
due to greater employment in the metals and vehicles groups. 

Despite declines in the past two months, the level of em- 
ployment in these two groups, as well as in the manu- 
facturing industries as a whole, is still higher than in other 
months since the year 1937. In comparison with 1939, there 
was an increase of 1] per cent in the number of workers 
employed and of 21 per cent in payrolls for all manu- 
facturing groups. In the non-manufacturing classifications, 
only minor gains over last year’s levels were shown, 


EMPLOYMENT AND EARNIN FEDERAL 
RESERVE DISTRICT 
Week of February 15,1940 | from 
Industrial Group Report- | Wi Earn- 
age ings age 
ing Earn- (000 Earn- ings 
Firms ers Omitted)} ers 
No. No. $ % % 
Metals and Products... 1,732 | 443, 13,081 | —05 | —1.7 
WR 367,525 12,866 —1.7 —0.1 
Stone , and Glass..... 266 18,978 456 +0.8 + 1.9 
Wood Pgadccdéacass 457 46,857 1,014 +0.4 + 3.8 
2,857 876,445 27,417 —0.9 — 0.7 
Goons: 

Textiles and Products....... 385 645 1,292 +2.1 + 5.6 
‘ood and Products......... 1,021 102,695 2 +0.8 + 0.5 
Chemical Products......... 298 38,436 1,032 +0.9 — 4.8 
Leather Products........... 170 27,144 567 +0.1 — 0.7 
Rubber Products........... 34 18,804 4 —2.8 —10.0 
] and Printing. ........ 713 77,848 2,213 —2.4 — 3.7 
2,621 331,572 8,294 +0.0 —1.3 
Total Mfg., 10 Groups........ 5,478 | 1,208,017 | 35,711 —0.7 — 0.8 
Merchandising................ 5,347 135,686 3,022 —1.0 —1.7 
Public Utilities............... 1,084 100,205 3,363 +0.8 + 0.4 
43 8,337 247 —0.7 — 4.7 
Se 732 8,871 +4.7 + 2.4 
Total Non-Mfg., 4 Groups..... 7,206 253,099 6,892 —0.1 — 0.7 
Total, 14 Groups.............. 12,684 | 1,461,116 | 42,603 —0.6 — 0.8 

10ther than vehicles. 
Data furnished by State agencies of Illinois, Indiana, Michigan, and Wisconsin. 

Merchandising 


Department Store Trade—Little change was shown be- 
tween January and February in the aggregate dollar volume 
sold by Seventh district department stores. Daily average 
sales, however, increased 5 per cent over the period. The 
size of the gain in total sales over last February—12 per 
cent—can be attributed in large part to unfavorable weather 
conditions a year ago in certain sections of the district and 
to one more trading day in the month this year. The in- 
crease over the 1939 month in daily average sales amounted 


DEPARTMENT STORE TRADE IN FEBRUARY 1940 


Per Cent Chan ‘S. baa Ratio of February 
er ge ange tio e 
February 1940 First Two Collections to 
from Months 1940 Accounts 
Locality February 1939 from Same Outstanding 
Period 1939 End of January 
tocks End 
Net Sales | of Month | Net Sales 1940 1939 
eee +12.3 + 2.4 +13.0 7 39.6 
ee +14.8 + 3.2 +12.8 43.4 40.9 
Fort Wayne........ +17.2 +13.4 
Indianapolis........ +13.3 25.2 + 5.7 37.3 36.2 
Milwaukee......... 8.6 —1.0 + 8.1 36.3 37.2 
Other Cities*....... +10.4 + 8.7 + 7.8 34.7 32.1 
7th District........ +12.3 + 4.3 +11.3 41.1 38.0 
*Include Fort Wayne and Peoria. 


to only 8 per cent. In the first full week of March, sales 
of the larger stores in the district continued to exceed those 
of the corresponding year-earlier period by a favorable 
margin, but in the following week they recorded little change 
in the comparison, as decreases in the cities of Chicago and 
Milwaukee counteracted increases in other cities. As is usual 
in the period, department store inventories rose moderately 
between January 31 and the end of February, the expansion 
amounting to 10 per cent; the increase in these inventories 
over a year ago was about the same as a month previous— 
4 per cent. 


Retail Shoes—There was a small decline during February 
from the preceding month in the retail shoe trade of the 
district, Although sales of shoes by department stores in- 
creased 2 per cent in the comparison, those by reporting 
dealers fell off 8 per cent, with the result that aggregate 
sales showed a 2 per cent decrease. A 6 per cent larger 
volume of shoes was sold than in February last year, with 
dealer sales greater by only 2 per cent but those of depart- 
ment stores heavier by 8 per cent. Following the customary 
trend, retail stocks of shoes expanded sharply—22 per 
cent—during February and at the end of the month were 
larger by 12 per cent than a year ago, or by a noticeably 
wider margin than in previous months. 


Retail Furniture—In accordance with seasonal trend, 
sales of furniture and housefurnishings expanded substan- 
tially in February over January, the aggregate increase for 
dealers and department stores amounting to almost 30 per 
cent. Such sales by department stores rose about one third 
in the period, while those by dealers increased only 16 per 
cent. In the comparison with a year earlier, furniture and 
housefurnishings sales totaled 13 per cent heavier this 
February, with department stores recording the larger 
gain. This increase was much greater than in January when 
the furniture trade had experienced a rather unfavorable 
month. Retail inventories of furniture and housefurnishings 
at me end of February were 2 per cent higher than a year 
earlier. 


Wholesale Trade—Seventh district wholesale trade in 
February continued to record a favorable margin of gain 
over the corresponding year-ago period. Sales of all groups 
reporting to the Department of Commerce were 9 per cent 
larger in the aggregate than last February, with only the 
meat trade of the major lines showing a smaller volume of 
sales. As compared with the preceding month, sales in the 
current period totaled 6 per cent less, The electrical goods 
trade expanded 5 per cent over January, but most other 
phases experienced recessions, ranging from only a frac- 
tional decrease in sales of tobacco and its products to as 
much as 15 per cent in sales of meat and meat products. 
Wholesale inventories increased between January 31 and 
February 29, and on the latter date aggregated 9 per cent 
heavier than in 1939 at the same time. 


WHOLESALE TRADE IN FEBRUARY 1940 


Per Cent Change from Same Month Last Year 
Commodity Accounts 

Net Sales | Stocks | Outstanding] Collections 
Drugs and Sundries....... + 3.9 — 1.8 1.4 6.0 
Electrical Goods............... 425.2 + 5.2 
Groceries t +8 +33 +01 
| | ter | 
+105 + 6.6 +94 416.4 


Data furnished by Bureau of the Census, Uni 
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MONTHLY BUSINESS INDEXES 


Data refer to Seventh district and are not 
adjusted for seasonal variation unless other-| Feb. | Jan. | Dec. | Feb. | Jan. | Dec. 
wise indicated. 1940 | 1940 | 1939 | 1939 | 1939 | 1938 
1923-1925 average = 100 
Manufacturing Industries: 
92 93 95 83 82 83 
es 96 97 | 102 80 79 83 
Pig Iron Production: 
115 | 136 | 137 76 75 80 
Automo Production—(U. 8.): 
SMI. oncaukedacccencaccsscaies 115 | 124 | 128 83 96 | 111 
aR Ee 176 | 184 | 208 | 160 | 161 | 165 
Casting Foundries Shipments: 
co rer 94 98 93 39 38 33 
87 94 86 31 33 27 
Malleable—In Dollars..................4. 67 73 74 47 47 43 
ER 85 92 93 63 60 55 
Stoves and Furnaces: 
EERE eee 119 | 104 | 142 96 70 | 129 
Furniture Manufacturing: 
65 88 54 63 80 49 
Shipments in Dollars..................... 70 58 81 60 45 63 
Contracts Awarded 
39 31 49 35 41 
ES SR eee 47 36 54 56 101 
Meat Packing—(U. 8.): 
102 | 125 | 119 78 | 101 | 104 
92 | 110 98 79 91 
83 90 88 85 89 86 
artment Store Net Sales: 

71 74 156 64 66 | 148 
84 80 | 183 74 74 | 181 
83 89 | 197 75 1 
73 78 68 74 | 160 

69 67 | 158 63 64 | 148 
venth District—Unadjusted............ 74 75 | 164 67 69 | 157 
eer 92 94 98 84 86 94 


1939 Operating Ratios of Member Banks 


The Federal Reserve Bank of Chicago has recently com- 
pleted its annual compilation of average operating ratios 
of Seventh district member banks for the year 1939. Partial 
results of the study are shown in the accompanying chart. 
For purpose of convenience only earnings and expense 
ratios are shown for deposit size groups. Copies of the com- 
plete survey, with 40 ratios for 13 size groups, may be had 
by addressing this bank. 


Results of the study show considerable variation as be- 
tween classes of banks in the sources of earnings, although 
few significant variations in expenses are noted. As has 
been the case in recent years, the larger banks earned more 
from securities than they did from loans. However, banks in 
all size groups had a smaller proportion of total earnings 
from securities than they did in 1938; for all banks loan 
income averaged 501% per cent of total earnings in 1939 
against 4614 per cent in 1938. Miscellaneous earnings ac- 
counted for a greater proportion of the large banks’ income 
than they did for the smaller banks. In general, this was 
due to the fact that trust department earnings were in- 
cluded in this classification; such earnings are not shown 
on the chart since the ratios for this item were computed 


‘only for banks a trust departments. For the banks 
e 


that do operate trust departments, income therefrom aver- 
aged 4 per cent of total current earnings; this ratio was as 
high as 16 per cent for the few banks with deposits of 
over $50,000,000. 


The average relation of net earnings to total earnings— 
27.6 per cent—was unchanged from 1938, but because of 
much smaller average net charge-offs, net addition to profits 
was up to 27.1 per cent of total earnings, as compared with 
21.7 per cent in 1938. In general, charge-offs were larger 
than recoveries among the smaller banks, with the reverse 
situation typical in the larger size groups. In relation to 
total capital accounts, net profits averaged 8.4 per cent 
against 6.9 per cent in the preceding year. 


EARNING AND EXPENSE DISTRIBUTION 1939 


SEVENTH DISTRICT MEMBER BANKS 


EARNINGS 
100%. 100% 100%. 100%, 100%. 100% 100%. 
6% 6% SER 8% 
9% 12% 16% 

INTEREST AND DIVIDENDS ON| SECURITIES 
237 28% 33% 38% 35% 39% 31% 
Inre EST N [LOANS 
62% S77 50% 42%. 39% 37% 51% 
EXPENSES AND NET EARNINGS 
100% 100% 100%, 100%. 100%. 100%. 100%. 
NET/EARNINGS FROM OPERATIONS 
28% 287 29%. 277 26% 27% 287 
ALL OTHER EXRE Leal 
26% 247, 247. 25% 27%. 26% 25% 
INTEREST ON DEPpSITS 
15% 19%, 18% 19%, 167 14%, 17% 
ALARIES 
31% 29%. 29% 29% 31% 33%. 30% 
UNDER 500 1,000 2000 5000 OVER ALL 
500 1000 2000 5,000 10,000 10,000 BANKS 
— DEPOSIT GROUPS IN THOUSANDS OF DOLLARS — 
147 191 168 134 74 63 Fie 


— NUMBER OF BANKS— 


The average rate of return on loans for all banks showed 
little change, being 5.4 per cent against 5.5 per cent in 1938. 
Net return on loans for all banks was unchanged because 
of smaller net losses on loans. The average rate of return 
on investments declined slightly to 2.9 per cent, but with 
larger profits on securities sold and smaller net losses, net 


returns on securities averaged 3.2 per cent in comparison 
with 2.9 per cent in 1938. As heretofore, banks in the 
larger size groups had considerably lower rates of return on 
both loans and investments than did the smaller banks. 

In 1939 the ratio of total capital accounts to total de- 
posits averaged 12.4 per cent, with the ratios for smaller 


banks continuing considerably above and those for large 
banks below the average. 


Selected Seventh District Banking Data 


FEDERAL RESERVE BANK OF CHICAGO, SELECTED ITEMS 
OF CONDITION 


(Amounts in thousands) on 
m 
Mar. 20, Feb. 14, Mar. 22, 
1940 1 1939 
Total bills $685 $—14,050 
U. 8. Government securities direct and 
0 52,219 
Total Government securities —198 —13,978 
—37,040  +266,782 
Member bank reserve deposits —21,479 335,45: 
0, —20,941 —175,114 
eral Reserve notes in circulation............. 1,074,142 +6,481 +93,914 
Ratio of total reserves to deposit and 
Federal Reserve note liability combined. ..... 91.3% —0.1* +1.5* 
*Number of Points. 
CONDITION OF REPORTING MEMBER BANKS 
SEVENTH DISTRICT 
(Amounts in millions) Sem 
Mar. 20, Feb.14, Mar. 22, 
ASSETS 1940 1940 1939 
Loans and investmente—total................... $3,379 $—23 $+215 
908 +1 +5 
Commercial, industrial, and agricultural loans. .. 538 +9 
4 
er loans or 
Real estate 115 +1 +16 
0 0 
282 —60 
igations guaranteed . 8. Governmen — 
Other securities 507 +10 +38 
Demand 2,508 —71 
959 +5 +61 
0 0 0 


*The annual velocity of demand deposits (unadjusted) in the five weeks ended 
March 20 was 20.56 times, as compared with 19.23 times in the preceding four weeks 
and with 20.38 times in the corresponding period of 1939. 


BANE DEBITS, SEVENTH DISTRICT 


(Amounts in millions) 
Per Cent of Increase 

or Decrease from 

Feb Jan. Feb. 

1940 1940 1939 
$2,670 —17.4 +21.4 
85 —12.4 +12.2 
911 —13.0 +21.4 
29 —14.2 +13.9 
54 —14.0 +23.6 
190 —19.8 +17.1 
264 — 4.6 +11.7 
54 — 43 +22.6 
465 —11.2 +18.5 


BUSINESS CONDITIONS is sent upo 


m request without charge to member banks of the Federal Reserve System, 


and to those firms furnishing the Federal Reserve banks with information. To others there is a subscription price of 


$1.00 per year or a charge of 10 cents per single copy. 
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National Summary of Business Conditions 
(By the Board of Governors of the Federal Reserve System) 


INDUSTRIAL PRODUCTION 

100 100 

60 60 


1934 1935 1936 1937 1938 13839 1940 


Index of physical volume of production, adjusted for sea- 
variation, 1923-1925 average = 100. Durable manu- 
factures, nondurable manufactures, and minerals exp 
in terms of points in the total index. By months, January 
1934 to February 1940. 


FREIGHT CAR LOADINGS 


POINTS IN TOTAL (NDEX POINTS IN TOTAL INDEX 
100 100 


20 20 


1934 1935 1936 1937 1938 1939 1940 


Index of total loadings of revenue freight, adjusted for 

variation, 1923-1925 average = 100. Miscellaneous, 

coal, and all other expressed in terms of points in the total 
index. By months, January 1934 to February 1940. 


WHOLESALE PRICES 


110 no 
100 100 
90 


80 
70 
60 60 
50 


1934 1935 1936 1937 1938 1939 1940 


Index compiled by the United States Bureau of Labor 
Satie. 1926 = 100. By weeks, 1934 to week ending March 


MONEY RATES IN NEW YORK CITY 


3 3 


° ° 
1934 «1935s 1936 1937 1938 1939s: 1940 
For weeks ending January 6, 1934, to March 16, 1940. 
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I NDUSTRIAL activity showed a further sharp decline in February and a less 
marked reduction in the first half of March. Wholesale commodity prices 
generally were steady, following some decline in January and early February. 


Production—In February the Board’s seasonally adjusted index of industrial 
production was 109 per cent of the 1923-1925 average as compared with 119 in 
January and 128 in December. A further decline at a slower rate is indicated for 
March on the basis of data now available. In August 1939, the month prior to 
the outbreak of war, the index was 103. 

Steel production, which had risen sharply in the latter part of 1939 and then 
decreased considerably in January, showed a further marked reduction in February 
to 69 per cent of capacity. In the first half of March output was steady at a rate 
of about 65 per cent. Plate glass production declined further in February and 
output of lumber, which had dropped sharply in January, showed less than the 
usual seasonal rise. Automobile production in February was maintained at the 
high level prevailing in January. Dealers’ stocks of new cars rose to high levels in 
this period, notwithstanding the fact that retail sales of cars were in large volume 
for this time of the year. In the first half of March output of automobiles showed 
less than the customary sharp increase. In some industries not included directly 
in the Board’s production index, particularly the machinery, aircraft, and rayon 
industries, activity continued at high levels. 


Changes in output of nondurable goods were largely seasonal in February 
except at textile mills and sugar refineries, At cotton textile mills activity declined 
somewhat from the high levels prevailing since early last autumn. Activity at 
woolen mills, which had decreased considerably in December and January, de- 
clined further in February and output of silk products was reduced to an ex- 
od low level. Sugar refining showed less than the sharp rise usual at 

is season. 


Mineral production declined in February, owing chiefly to a considerable reduc- 
tion in output of anthracite. Bituminous coal production declined somewhat, follow- 
ing < rise in January, while output of crude petroleum increased to new high 
levels. 


Value of construction contract awards in February showed little change from 
the January total, reflecting a further decrease in contracts for public construction 
and a contraseasonal increase in private contracts, according to figures of the 
F. W. Dodge Corporation. The increase in private residential awards nearly 
equalled the decline that occurred in the previous month when severe storms cur- 
tailed building operations in many areas. 


Distribution—Retail distribution of general merchandise showed little change 
from January to February and remained somewhat below the high level of the 
latter part of last year, with due allowance for seasonal changes. Sales at variety 
stores and mail-order houses showed about the usual seasonal rise in February, 
while at department stores, where some increase is also usual at this time of 
year, sales remained at about the January level. 


Freight-car loadings declined considerably from January to February, reflecting 
for the most part a sharp reduction in coal shipments and some further decrease 
in loadings of miscellaneous freight. 


Foreign Trade—Exports of United States merchandise in February declined less 
than seasonally from the high levels reached in December and January. The prin- 
cipal decreases were in shipments of cotton, copper, and aircraft, which had Cost 
exceptionally large in previous months. Exports to Japan fell sharply and there 
were declines also in shipments to the United Kingdom, the Netherlands, and 
Russia, while exports to Belgium and the Scandinavian countries increased. 


There has been little change in the rate of gold inflow. The monetary gold 
stock increased by $246,000,000 in February and by $109,000,000 in the first two 
weeks of March. 


Commodity Prices—Prices of nonferrous metals advanced from the middle of 
February to the middle of March, while steel scrap and textile materials declined 
somewhat further. Most other commodities showed little change and in the week 
ending March 9 the general index of the Bureau of Labor Statistics was at 78.3 
per cent of the 1926 average as compared with 78.5 a month earlier. 


Government Security Market—Following a relatively steady market during 
February, prices of long-term Treasury bonds increased sharply after the announce- 
ment by the Treasury early in March that its operations during that month would 
be limited to the issuance of a five-year note to refund a note maturing next June. 


Bank Credit—Total loans and investments at reporting member banks in 101 
leading cities rose during the six weeks ending March 13, largely as a result of 
increases in investments at New York City banks. Following a reduction during 
January, commercial loans increased, mostly at banks in cities outside New York. 
Bank reserves and deposits continued to increase during the period. 
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